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SOGEPET LIMITED 


Directors Annual Report 1974 


To the Shareholders of 
Sogepet Limited: 


Activity during the year was directed to 
the Hudson Bay region of Canada and the 
Appalachian region of northeastern U.S.A. 


Hudson Bay activity was concentrated on 
the Arco Group acreage and consisted of 
seismic surveying, the obligatory abandon- 
ment of the earlier uncompleted Walrus well 
and the drilling of the Narwhal South and 
Polar Bear wells. The last two wells, drilled 
about 100 miles apart in the mid-basin area, 
proved dry. They were critically useful in 
providing the first offshore stratigraphic 
control for the re-evaluation of our several 
preceding seismic programs. Shell Canada 
Limited participated in the Arco Group’s 
1974 program as a farmee with the right to 
earn up to 50% of Atlantic Richfield’s and 
Elf’s equity over a three year period. 


The North Central Islands Group in 
Hudson Bay, still largely under work varia- 
tion orders, was re-organized for possible 
resumption of exploration activity should 
environmental questions be resolved. Our 
Company acquired Texasgulf’s 40% equity 
in these permits through our assumption of 
the related possible work obligations and 
our Company has become group operator. 
Prior to year-end a core drilling and marine 
seismic program was submitted to the 
Federal authorities for approval in principle. 


If accepted, the program would proceed 
during 1975. 


There was no activity during 1974 on 
either the Hudson Bay or James Bay Low- 
lands groups. An aero-magnetic survey 
planned for the latter group during late 1974 
was delayed but is presently underway. 


Our Appalachian region activities con- 
sisted of geological studies, acreage acquisi- 
tion and seismic data evaluation, all pre- 
paratory to a well drilling program to be 
commenced in early 1975. 


During the year, The Consumers’ Gas 
Company exercised its right to convert 
$875,000 of exploration expenditures in- 
curred into shares of our Company at $1.25 
per share. Consumers’ also became entitled 
to nominate a third director to our Board. 
Accordingly, Mr. E. W. H. Tremain, Vice- 
President, Treasurer and Assistant Secretary 
of The Consumers’ Gas Company, was ap- 
pointed a Director of our Company, replac- 
ing Mr. James P. Manley, Q.C. who remains 
the Corporation’s legal counsel. 


On behalf of the Board of Directors, 


FRANC. R. JOUBIN, 
President. 


March 31, 1975. 


SOGEPET LIMITED 


AUDITORS’ REPORT 


To the Shareholders of 
Sogepet Limited 


We have examined the balance sheet of Sogepet Limited as at December 
31, 1974 and the statements of deferred exploration and administrative expen- 
ditures, deficit and source and application of funds for the year then ended. 
Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we 


considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial 
position of the company as at December 31, 1974 and its activities and the 
source and application of its funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


LAVENTHOL & HORWATH, 


Chartered Accountants. 


Toronto, Ontario, 
February 20, 1975. 


SOGEPET 


(Incorporated under tt 


Balance Sheet — 


ASSETS 
1974 1973 
CURRENT: ot ane 
Caste ihe iis actos, Ha Sieve ase uel aieere tee ee ee ® 259;435) S$ 47,232 
Deposit, TecelptS 44.25.42 Pac B ee ae oe eee ie eee ree cee 535,000 535,000 
ACeruéd  INTErESEi is Bdsm icky hee asl eey ca bee ote eee eee eee 7,860 9,056 
Accounts+ receivable, (ivxck cece 5 on oe ee eee eee 2,885 PE ANGE 
605,180 593,623 
Work deposits on petroleum and natural gas exploratory permits (Note 2) 70,450 70,450 
Deposit on_application for permits (Notes). 4-42 ene eer eee 42,833 42,833 
CAPITAL ASSETS: 
Petroleum and natural gas interests, at cost (Note 4) .............. 78,883 58,716 
Deferred exploration and administrative expenditures ............ 257242208 1923,773 
Share of advance on off-shore drilling rig mobilization and 
demobilization: Saelcn ok cen hace at eee ee ee — 227,694 
Advatices te: drilling, progrant .s.inu. anon oe ee ee 39,169 — 


2,690,474 1,810,183 


Less net proceeds from sale of interest in petroleum and natural gas 
ExploratOrvaperinils vr asus yanye citrate eh ieee, ae eee ee 317,500 317,500 


2,372,974 1,492,683 
$3,091,437 $2,199,587 


IMITED 


of Ontario) 


ocember 31, 1974 


LIABILITIES 


1974 1973 
CURRENT: 
PRE COUIMIS Da Va lem enusy cies ta meme ces tier Sra eac ey Ree “AM Rie Rd CASE eee ys Hae $ 4199 $ 1,359 
Expenses incurred by The Consumers’ Gas Company for which company’s 
shares arerto-Desisslied (INOtG25)) 1 eae ee ee ae ee oe 704,652 737,352 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 6): 
Authorized: 
5,000,000 Common shares, without par value 
Issued: 
2,241,303 Common shares (1973 — 1,511,303 shares) ........ 2,491,502 1,569,792 
PEGI a rag eie tate des tode caer trispee. deste Ca perio ace omen ares cn hee exe ero ale 108,916 108,916 


2,382,586 1,460,876 


$3,091,437 $2,199,587 


See accompanying notes. 


On behalf of the Board: 
FRANC. R. JOUBIN, Director. 


IVAN CUTHILL, Director. 


SOGEPET LIMITED 


DEFERRED EXPLORATION AND ADMINISTRATIVE EXPENDITURES 
Year Ended December 31, 1974 


EXPLORATION EXPENDITURES: 1974 A973 
Hudson and James Bay Areas: 

Exploratory well drilling and related costs ............555. $13,555,591 | $i) 9776;705 
Geophysical: and geological surveys! 2272-5. see. ost er 1,208,868 305,884 
Group exploration expenditures it cats.\rgstet ac ciel teene ene 14,764,379 1,082,672 
Less other participants < sialic tears e1 eens eee ne renee 13,782,009 921,240 
Company’s*share’ of, expenditures 255 ..2..8 nase seen 982,370 161,432 
Engineering and geological services 2.0. oa. e..-eene erie ae 24,600 24,400 
Lease? rentals: cscs oAcodues Gad aitue we oe ae toe eee ee 5,459 1,859 
Miscellaneous: “sc a tales aun eeeec ee att cee eee 579 1,428 
1,013,008 189,119 
Appalachian and Chautauqua Areas, U.S.A.: ra a > 
Geophysical and geological surveys and studies ........... 93,248 108,931 
Less other, participants -shateta. scone ce ee area 69,936 84,209 
Company's share of expenditures’: 2.2... ene sere eae Deal 2 24,722 
Engineering and geological services’. 2.2. .22- a. .-.d.4-- ee 4,200 3,225 
Lease: rentals arid (DOnUSeSwac Mon cei ier ee eee 13,563 3,242 
Miscellaneous: as, fivns ats maveun eee mele act ae ae eit oe 549 356 
41,624 31,545 

SUTSIASLV CM UUKES: ca s-a.ct onebeterare bene eee bedteet nist aati role ech eae nen ne 4,720 ae 
Totalpexploration*expendituress:.d.02ac8 see eee et eee 10595352 220,664 
Administrative expenditures, per schedule .................0ceeeee 53,475 40,964 
lets O27; 261,628 
LESSUMLETESE INCONNE .2.5:4:c7ac tere sane oot rata nce operating ae me ena ame 64,178 40,609 
otal expenditures forthe year ici... een ee eines eee eae 1,048,649 221,019 
Balance deferred) beginning. of year ..2..42 045s acs cane oes Sree 10233773 1,302,754 
balance .déefetred, end.of year’ 242.2 nce cee eee oi enrnen alert cote G 25/2422 $1 523773 


SUMMARY OF DEFERRED EXPENDITURES: 


Exploration: 
Hudson and James:Bay Areas Rano se oe eee ee $ 2,406,223 $ 1,393,215 
Appalachian and Chautauqua Areas .......... eo 82,169 40,545 
Outside Ventures. 22. . ts ..clmeteuncetietones Reet eee eee 4,720 —_ 

2,493,112 1,433,760 

Administrative, net of interest income ................e.eceee 79,310 90,013 


Oo 2 S72 A222 ol 520,073 


SOGEPET LIMITED 


STATEMENT OF DEFICIT 
Year Ended December 31, 1974 


1974 1973 _ 


Dalance, De gInMin ec OlsvEalh oak eat en aera ls eae meee ea me ee $108,916 $ 87,064 
ADD: 

Organization and stock exchange listing expenses written off ....... —- 21,802 
balance endl Year von pst Mtr oi: AMT dela Bede es empresas $108,916 $108,916 


SCHEDULE OF ADMINISTRATIVE EXPENDITURES 
Year Ended December 31, 1974 


1974 Toz3 


Headsottice rent-and -administrative-Services: «4.4 10s sono a «on eo ne esse $ 8400 $ 8,150 
Manacelssalanvi(Gal@ary ius snes vis can CRU sue er enim, Oe arernaia Mere 13,200 12,000 
Directors: fees and officer's remuneration set.t..t canoe eles) aye nares 6,400 1,000 
Real mclincl wellGlit om teary aa, seat seats eese sere ld nar cree teh on ever eat oe pene 7,743 3 Bild. 
Arana TMeESvIMNE> EXPENSES! 15. :a5 oeawas ole. onal cages omecesni ois fo sere eaten a nimueeen sezemn hate 3,753 3,290 
Public relations:and sharenolders’ ‘information, .+..<.<e.c.6 sees oe calasees 3,242 3,464 
crenster agent Sefees.. and’: CXPeMSeS sia). lataitans. scorn eerie nna oe ware wa ns 1,644 2,005 
ele O Mes catare ewer csr Siac eae hares tare areimusee Bole? 14ro arden aon 2,250 1,580 
Aa Y7 21 fa nc Pa gE er ARC RINT re ree cama iy ears oe en ah Oa a Ea 2,460 dy, 
WSCONaneOUSwea ses tae nel) ala ern cet a ara ae eases om eee ee or ne ye 4,383 4,041 


$ 53,475 $ 40,964 


SOGEPET LIMITED 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
Year Ended December 31, 1974 


1974 1973 
SOURCE OF FUNDS: 
Interest: iImcOMme. occas dee ee Ee ee ee nea $ 64,178 $ 40,609 
Issue-of .capital'-stock a,c: )aemcieo a. Cee ee ee 46,710 24,854 
Reduction of work-deposits: ...5.,: = see ne eee — 138 
110,888 65,601 
APPLICATION OF FUNDS: 
Exploration. expenditures .2.cmrie see eae eet Caer eee 1,059,352 220,664 


Less advance re off-shore drilling rig mobilization and demobilization 
made" in 1973. en ek eas tees aed oe ee ee 227,694 me 


831,658 220,664 


Administrative. expenditures. sacccincs ccs ie eee renee eta ee 53,475 40,964 
Share of advance on off-shore drilling rig mobilization and 

demobilization accede ee ey ee eae eee — 227,694 
Advances re,drilling. program i012 cate oe eee eee 39,169 — 


924,302 489,322 


Less expenditures incurred by The Consumers’ Gas Company 


(Note 5S) icc eb le ae oe ee ee 842,300 468,202 

82,002 247420 

Acquisition of interests in petroleum and natural gas acreage ..... 20,167 3,303 
102,169 24,423 

Increase “in ‘working capital: 25. u4ee a agacune eons ae eee ee 8,719 41,178 
Working capital, beginning of year ................. been eee e ee es 5927262 551,084 
Working. capitalénd cof year «aaa nciey ote eee ern eee eee $ 600,981 $ 592,262 


See accompanying notes. 


SOGEPET LIMITED 


NOTES TO FINANCIAL STATEMENTS 
December 31, 1974 


ACCOUNTING POLICY: 


As the company is in the exploration stage, a statement of income is not prepared. Explora- 
tion and administrative expenditures, reduced by sundry income, are charged to deferred 
expenditures as incurred. If an area of interest is abandoned, exploration expenditures 
incurred in this area, and a pro rata portion of administrative expenditures will be written off 
directly to deficit. 


WORK DEPOSITS: 
Work deposits at December 31, 1974 consist of the following: 


Banke Gey Os|EGCCCID IS <u cae a schisauice 6 SGee ain ae Oa ee $ 65,500 
(CA 6) eA ERA Oe en PEI Re ee Lene NONE Ree oN eg Me Oy ene Ye tese ghee ac dor 4,950 
$ 70,450 


The bank deposit receipts are pledged as security to the bank which has guaranteed $65,125 
of the company’s promissory notes deposited with government departments in lieu of cash 
work deposits. These notes will be returned to the company in amounts equal to the allowable 
expenditures made within various stipulated time limits. 


Subsequent to December 31, 1974 the company pledged bank deposit receipts in the amount 
of $75,000 to cover government work deposit requirements on additional interest in acreage 
acquired in 1974. 


All of the work deposits, except the $4,950 cash work deposit, cover work requirements on 
acreage presently under government variation orders. 


The company is a ¥3 participant in an application for 34 permits (1,976,922 acres) in the 
Hudson Bay area. This application has been accepted but will not be granted until the 
company accepts new federal regulations under formulation. The $42,833 shown on the 
balance sheet represents /3 of the required payments in the form of a deposit receipt of 
$40,000 which is pledged as a work deposit and permit application fees of $2)823. 


PETROLEUM AND NATURAL GAS INTERESTS: 


Petroleum and natural gas exploratory permits, Hudson and James Bay 
GEIOIN ere elie etc ee ocr tices traewe ear as ccheh hel hats aiven serneee tetera hea $ 58,716 


Oil and gas leases, Appalachian and Chautauqua Areas, U.S.A. .......-. 20,167 
$ 78,883 


BS. 


6. 


AGREEMENT WITH THE CONSUMERS’ GAS COMPANY: 


(a) 


Under an agreement dated July 20, 1971, The Consumers’ Gas Company agreed to spend 
$2,000,000 over the next three years on gas and oil exploration on licenses in the Hudson 
and James Bay area in which the company holds an interest. Expenditures by Consumers’ 
to December 31, 1974 amounted to $1,579,652. The time for completion of the 
expenditure of the $2,000,000 has been extended to December 31, 1975. 


Consumers’ is to receive, for the expenditures incurred, fully paid shares of Sogepet’s 
capital stock from time to time on the following basis: 


700,000-shares at-$1525: pet sharesasac eae et ee $ 875,000 
500,000. shares. at $1:75> pertsharese eee eee 875,000 
125,000 shares at $200 per shaver steerer aia ee 250,000 
1,325, 000 shares + acund sce ou nace pete ee entre te A ioe ae a eee eee $2,000,000 


During 1974 the company issued the 700,000 shares to Consumers’ as above. 


Consumers’ may at any time purchase any of the above shares that remain unissued from 
time to time for cash at the prices indicated. 


During the 60-day period after the expenditures have aggregated $1,750,000, Consumers’ 
has the option to subscribe for additional shares at a price equal to 75% of the average 
bid price per share during the 90-day period preceding the exercise of the option, so 
that it will own 51.75% of the then issued capital of Sogepet. 


During the term of the agreement with Consumers’, Sogepet may not issue shares or 
grant options for the purchase of shares without the consent of Consumers’ except that 
it may grant its officers, employees and directors options to purchase up to an aggregate 
of 85,000 shares in addition to the options mentioned in Note 6(b) provided that it grants 
Consumers’ the right to purchase an equal number of shares on the same basis. This 
right applies only to those options exercised by the officers, employees and directors. 


CAPITAL STOCK: 


(a) 


During the year the company issued 730,000 shares of its capital stock as follows: 


30/000 ‘shares by exercise of Stock optionsa. sas.s-s.-2 se ee $ 46,710 
700,000 shares for expenditures incurred by The Consumers’ Gas 

COMPANY? wis es dhciueacoieente welemte eile fences seat dee ie aaa 875,000 
F30j;000 : SHAROS 5s: bccaracts ehiste ee: acest onc tox cette eee yee eae at ce et $ 921,710 


The following is an analysis of the company’s issued capital stock as at December 31, 
1974: 


Shares Amount 
Foricasht:.s aciasderath 2G ead tua ci eet ee ae ee eee 1,297,303) $1,547,627 
FOr SCtViCes29.4)s acy keke eee oe ve a ee 94,000 ZilporD 
In consideration for subscribing to preferred shares ... 150,000 7,500 
For expenditures incurred by The Consumers’ Gas 
Companyc(IN ote (a)is)® sauuees crc pacientes 700,000 875,000 


2,241,303 $2,491,502 


Subsequent to December 31, 1974, 17,000 shares of capital stock were issued for $10,092 
by exercise of stock options. 


(b) Stock options: 


The following is a summary of the changes in the outstanding options during the year: 


Calgary Consumers’ Gas 
Manager President (Note 5 (b) ) 
Options outstanding December 31, 1973 .. 16,000 7,500 23,500 
Options<exercised during year >... ....... 10,000 5,000 15,000 
Options outstanding December 31, 1974* . 6,000 2,500 8,500 


* all exercised in full after December 31, 1974. 


OFFICERS’ AND DIRECTORS’ REMUNERATION: 


Direct remuneration to the directors and senior officers of the company during the year 
amounted to $19,600. 


In addition, the company paid $24,600 to a corporation controlled by the company’s Calgary 
office manager for acting as the company’s professional and technical advisor, and providing 
at its own expense, office facilites including staff for the company’s Calgary office. 


The company also paid to a corporation controlled by the company’s president, a professional 


geologist, $4,200 for engineering and geological services, and $8,400 for head office rent and 
administrative services. 


March 31, 1975 


ACREAGE HOLDINGS 


Group Sogepet 
GROUP Gross Acres Equity Net Acres 


Aquitaine Co. of Canada Ltd. — Operator — Aquitaine/Arco Group 
Off-Shore 15,072,294 6.6% 994,771 


Atlantic Richfield Canada Ltd. * 
Aquitaine/Sogepet Group 
Off-Shore 529,305 


Elf Oil Exploration & Production 
Canada Ltd. * 


Petrofina Canada Ltd. 


Sogepet Limited 


* Shell Canada has right to earn a 
portion of these equities. 


Aquitaine Co. of Canada Ltd. — Operator — 


Sogepet Limited 118,035 


Hudson Bay 
Lowlands 


Elf Oil Exploration & Production 
Canada Ltd. 


Teck Corporation Limited Ontario 651,440 145,271 


James Bay 
Lowlands 


Western Decalta Petroleum Ltd. 


Murphy Oil Company Ltd. 


Ontario 1,960,924 


3,141,669 


894,181 
1,157,487 


Texasgulf Inc. 


Sogepet Limited — Operator — Northern Islands Group 


(Formerly Texasgulf) 
Off-Shore 2,938,578* 


234,930 
3,173,508 

On-Shore Bi ode 
3,486,029 


Canadian Homestead Oils Ltd. 1,763,147 


78,310 
1,841,457 

187,512 
2,028,969 


Teck Corporation Limited 


* under variation order 


TOTAL ACREAGE: HUDSON/JAMES BAY 216995992 a 4,181,227 


Seis-Ex Geophysical Ltd. — Operator — New York and 
Pennsylvania, U.S.A. 


14,279 
2,/07 


16,986 
Freehold Leases 43,202 


TOTAL ACREAGE: U.S.A. 60,188 jee 


Sogepet Limited State Leases 


Alminex Limited 


Sabre Petroleums Ltd. 


